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Small Investors 
Fill Larger Role 
In Business 
Ownership 


| pene information compiled on_ their 

ownership by a number of companies 
listed on the New York Stock Exchange, 
it is apparent that recent buyers of stocks 
have been mainly persons of moderate 
means, who buy only as much as 10 or 20 
shares at a time. Among most companies 
with securities in the hands of the public, 
the size of the average holding is steadily 
diminishing; smaller investors are more 
numerous than they ever have been before. 

Relatively few companies publish de- 
tailed analyses of their ownership. Those 
which do so are mainly large corpora- 
tions, with shareholdings generously dis- 
tributed throughout the 48 states, as well 
as in a number of foreign countries. The 
experience of the 16 companies shown in 
the accompanying table, whose combined 
stockholders total 2,075,116, 
a wide enough sampling to be typical of 


represents 


most publicly-owned corporate enterprise. 
Among higher-priced share issues such 
as A. T.& T., American Can and General 
Motors, more than 90 per cent of all share- 
holders own less than 100 shares. 


Extent of Small Holdings 


Most stockholders in these companies 
have only a few shares; nearly one-third 
of A. T. & T.’s stockholders hold from 1 to 
5 shares. More than three-fourth’s of 
General Motors’ stockholders 
shares or less. 

It is certain that other companies, such 
as U. S. Steel, would show far more nu- 
merous odd-lot holdings were it not for 
recent stock splits. Even after Steel’s 
3-for-1 split last year, 74 per cent of its 
stockholders do not own more than 100 


own 50 


shares. 

All 16 companies in the table do not 
happen to have compiled their figures on 
a uniform basis. Some percentages refer 
to ownership of 1-99 shares, rather than 
1-100. To veer on the side of understate- 
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ment, rather than overstatement, the latter 
column heading was used. 

Other companies, while not itemizing 
the size of holdings of their stocks, have 
reported on trends in their ownership. 
The Borden Company says: “At the end 
of 1949 the total number of shareholders 
was 52,386, an increase of 598 over 1948. 
Never before has the company’s stock been 
so widely held. Most of the new stock- 
holders were in the class buying between 
10 and 24 The average share- 
holding fell from 83 to 82 shares. 

The Murray has 
puted that 86 per cent of its stockholders 


shares. 


Corporation com- 
are small investors “who have an interest 
of less than $1,600 each in the company.” 

A review of annual reports of hundreds 
of corporations shows that more often 
than not the number of stockholders has 
grown in recent years. The greatest stimu- 
lus to wider ownership has been the stock 





SMALL STOCKHOLDERS DOMINATE 
CoRPORATE OWNERSHIP LIsTs 


Pet. of 

Total No. Holders 
of Common Owning 
Stock- 100 shs. 
holders or less 


Allis-Chalmers . 


American Can . 


23,322 87% 
26.177 92 
16,271 69 
970.000 95 
19,172 9] 
5,567 74 
20,441 70 
118.600 8 
125.718 87 
69.130 92 
30.590 90* 
100,164. 92 
39,442 85 
22.847 77 
7.401 36 
. 180.274 74 
2.075.116 


Iders. 


American Home Prod. 
American Tel. & Tel. 
Briggs Mfg. 
Brown & Bigelow . 
Borg-Warner 
Commonw Ith Edison 
Cons. Edison 
Cons. Natural Gas 
Continental Can 
General Motors 
Goodyear T. & R. 
Jones & Laughlin . 
National Container 
U. S. Steel . 
Total 


* Refers to individual | 





split. U.S. Steel and du Pont were both 
split last year. By the end of 1949, Steel 
had added 13,500 new holders of com- 
mon stock; du Pont 15,406. 

Utility operating companies emerging 
into wider ownership as a result of the 
break-up of pyramided holding compa- 
nies also represent an extensive new field 
of investment for the individual investor. 

Scranton Electric’s common stock was 
first publicly offered in 1946. Formerly 
the stock had been owned by American 
Gas & Electric Company. By the close of 
1949 the Scranton Company had 10,943 
common stockholders. 

Middle South Utilities, a new holding 
company organized in 1949 as part of the 
divestment plan of Electric Power & Light 
Corp., reports that its “stockholder family 
has grown rapidly and now numbers more 


than 25,000.” 


Gains Not Automatic 


Yet stockholder gains are by no means 
automatic. There are many sizable. suc- 
cessful companies which have shown 
slight declines in the number of their 
owners in recent years. A factor behind 
the General Motors’ proposal to split its 
stock 2 for 1 apparently was a slight de- 
cline in common stockholders from the 
peak number of 408,408 reached in the 
last quarter of 1946. 

With a wide range of seasoned, good 
quality stocks paying dividends which re- 
turn the investor 6 per cent or more on 
his money, there is no apparent reason 
why equities should not continue to at- 
tract new owners. With wealthy investors 
burdened by upper-bracket taxes, the new 
owners will of necessity come mainly from 
moderate-income groups. 

In the annual reports and other com- 
pany publications which were reviewed, 
a correlation frequently was seen between 
the extent of the effort to acquaint the 
public with all the facts about a business 
—including what the stockholder gets for 
his money in assets, earning power and 
dividends—and the trend in the number 
of stockholders. 
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Ana l ysis Indicates B UYer’s 


of Stocks for Income Stay 


with Their Investments 
BY LUCIEN O. HOOPER 


N OST of us who have lived continu- 
+¥% ously with the stock market for the 
past twenty or thirty years. know that the 
whole nature of the thing has become dif- 
ferent; but it has all happened so gradu- 
ally that we hardly realize how different 
the market is. To the outsider, who reads 
the popular newspapers, goes to the mov- 
ies and listens to the radio, the old. ro- 
mantic conception of “Wall Street” still 
persists. That conception is as obsolete 
as the horse and buggy, or Queen Eliza- 
beth’s ruff. 

Twenty or thirty years ago, most peo- 
ple bought stocks primarily for specula- 
tion and seldom for investment. Today 
most people buy stocks for investment, 
and speculators seeking a capital gain pro- 
vide only the marginal fringe. Formerly, 
most of the transactions in a brokerage 
house were for customers who traded on 
margin; today, even in voluminous mar- 
kets. by far the greater part of transac- 
tions are for cash. In the distant 
past. stocks often had manipulated mar- 
kets: today manipulation is outlawed. and 


the law is respected. 

The public once knew very little about 
the business of the corporations in whose 
shares they traded; today. full informa- 
tion is available, and most investors are 
reasonably well informed. 


People hold their stocks longer, and 
change their positions less frequently. 
There is a larger institutional interest in 
shares, and a much, much smaller pro- 
fessional trading interest. 

While price still is important, more 
people than ever before think in terms 
of value rather than in terms of price. 

By and large. the stocks traded in are 
better equities; they represent much larger 
and more institutional companies, and 
usually they are “thicker” equities, mean- 
ing that the stockholder’s interest is less 
encumbered with debt. The risk element 
in owning common stock still is there, but 
people understand this risk element better. 





GROUNDS FOR AUTHORITY 
ON INVESTOR ACTION 


The author of the article on this 
page has been a widely-known 
securities commentator for more 
than a quarter-century. He has 
been President of the Society of 
Security Analysts, Inc. and of the 
National Federation of Financial 
Analysts Societies, top honors in 
his field. Mr. Hooper writes from 
the vantage point of his work as 
chief analyst for a New York 
Stock Exchange firm. 














THREE LIONS PHOTOS 
When a transaction is completed, a report is dispatched by pneumatic 
tube to the ticker room, where it is recorded on the ticker tape. 


Prices still fluctuate almost as much as 
they used to, partly because the market is 
much “thinner” than it was years 
when pools and “sponsorship” were alert 
to “take care” of their favorites if a sud- 
den supply or an unusual demand ap- 
peared. 


av 
ago 


Turnover Low by Past Standards 


During the first half of 1950 we had a 
big market. Stocks were unusually active. 
Yet only 251.8 million of the 2,225 million 
shares listed on the New York Stock Ex- 
change changed hands. This is a turnover 
of about 11 per cent for six months, or at 
the rate of 22 per cent a year. In the last 
week of June, trading was at a feverish 
rate for our modern market, with over 
17,000,000 shares changing hands; but 
this was at the rate of turnover of only 
about 35 per cent a year. The 17,000,000 
shares traded represented only 76/100 of 
| per cent of all the shares listed. In other 
words, the ownership of 99.24 per cent 
of all the stocks listed was not disturbed 

even if one figures that none of the 
shares traded changed hands more than 
once, 

Now let’s look at some comparative 
figures. Last year, in 12 months of 1949. 
only 13 per cent of all the listed shares 
changed hands. This means that 87 per 


] 





cent of the shares were owned by exactly 
the same people at the end of the year 
as at the beginning, even if none of the 
shares traded changed hands more than 
once. 

This compares with a 14 per cent turn- 
over in 1947, 22 per cent in 1946, 24 per 
cent in 1945, 18 per cent in 1944, 19 per 
cent in 1943 and 9 per cent in 1942. 

Now let’s go back to 1901; in that year 
319 per cent of all the stocks listed were 
traded, meaning that there was enough 
trading to permit ownership of every 
share of stock to change hands 3.19 
1905, the turnover was 2.44 
times: in 1906, 2.40 1910 
(which was regarded as a poor year), 
1.27 times; in 1916, 1.45 times; in 1919, 
1.53 times; in 1928, 1.32 times; and in 
1929, 1.19 times. 

In no year since 1933 has the turnover 
been more than the 37 per cent attained 
in 1936. People are holding their stocks 
longer and trading them less frequently. 
Ownership of stocks in America steadily 
The floating 


times. In 
times; in 


is becoming more stable. 
supply of shares constantly is shrinking. 


Prices Sensitive in Thin Markets 


Most people will say that this is good, 
and I agree; but I would like to point out 
that these “unsponsored,”’ “cash” and 
“investment” markets are very “thin.” By 
that I mean that prices in them are ex- 
ceedingly sensitive to the sudden appear- 
ance of an unusual supply of stocks to 
sell or to an unusual and sudden buying 
demand. Regulation and reform, and an 
investment type of stockholder, have not 
made prices more stable. 

In the last week or ten days of June, for 
instance, less than 1 per cent of all the 
people who owned stocks suddenly de- 
cided to dispose of them. The percentage 
of ownership disturbed actually was 
probably not more than one-half of 1 per 
cent, for many stocks were traded several 
times. The “specialists” bought stocks to 
“make a market” for sellers; and subse- 
quently, as soon as they could, sold them 
out again so as to be ready to buy more 
should another wave of selling develop. 
It took more than one “round trip” to 
find a home for a cast off block of stock in 
many cases. Yet in the last ten days of 
June, with perhaps 9914 per cent of the 
stock undisturbed in ownership, the 
Dow-Jones industrial share average 
dropped from around 229 to about 206. 

That is statistical evidence of a thin, 
even if orderly, market. The pools, the 
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sponsors and the margin traders are 
missed when a sudden demand or a sud- 
den supply appears. That was apparent, 
also, in the sharp decline of the fall of 
1937, again in the autumn of 1946. 

The “they” that used to be talked about 
no longer is around to put stocks up or 
to absorb them when the public (or in- 
vestors) want to sell. 

Some figures about the 1949 percentage 
turnover in the outstanding shares of 
prominent corporations are of interest. At 
the 1949 rate of trading, it would take 59 
years to turn over the capitalization of 
Coca-Cola once, 34 years to do the same 





thing with the stock of du Pont, 23 years 
in General Motors, 20 years in General 
Foods, and 13 years in United States Steel. 

It was not so many years ago that the 
capitalization of very active stocks, like 
Baldwin Locomotive and Mexican Petro- 
leum, sometimes was turned over as often 
as once a week. Things have changed. 
The public does not realize it. Even some 
of the brokers are only dimly aware of the 
vastly different habits of both traders and 
investors. 


Interest in Long Dividend-Payers 


Such publications as THE EXCHANGE 
Magazine, United Business Service, Stand- 
ard & Poor’s and the Monthly Stock Digest 
have done a service in calling attention to 
the large number of American corpora- 
tions that have very long dividend records. 
I recently compiled a_not-fully-compre- 
hensive list of over 400 stocks (listed and 
unlisted) which have paid dividends for 


25 years or longer. Investors have taken 





a great interest in continuous dividend 
records, something I do not recall hearing 
about at all till sometime in the late 1930s 
or early 1940s. This is one significant 
example of changed trends in popular 
financial literature. 

One reason for the wholesome thirst 
for information is that, since the 1930s, 
there has been so much more corporation 
data for the analyst and the investor to 
work with. The New York Stock Exchange 
and the Securities and Exchange Com. 
mission require full disclosure of essen- 
tial facts. As time has gone on, many 
corporations have taken keen interest not 
only in providing the minimum informa- 
tion but also in voluntarily supplement- 
ing it with data beyond the necessary 
requirements. 

Managements are _ stockholder-con- 
scious; and any analyst or broker who has 
been plying his trade for the past 25 
years can remember when neither in- 
vestor nor corporation was more than 
mildly interested in complete disclosure. 
When I look back through my own files, 
and see the stuff I wrote in the 1920s that 
was regarded as acceptable, and even as 
good, I shudder. Neither the information, 
the investor appetite, nor the employer 
cooperation was available even 20 years 
ago to permit the analyst to do the good 
job he can do today. Investors are much 
more intelligent, as well as better in- 
formed, than they used to be. 


Improved Quality of Stocks 


Finally, and perhaps most important of 
all, stocks are better investments than 
they were in the old days. This might well 
be the subject of an entire article. In the 
first place, most of them represent more 
institutional businesses; not so many of 
them represent ownership in mere ven- 
tures, or promotions. It would be difficult 
for a securities market follower of 
tender years even to imagine a Tom Law- 
son, or a Trinity Copper. 

Second, they are “thicker” equities, 
with the capitalization largely common 
stock in most cases; many companies 
have no bonds or preferred stock ahead 
of their common. 

Third, in the case of a growing number 
of managements, continuity of dividend 
is regarded as something quite sacred; the 
rate of payment may fluctuate, but man- 
agements more and more feel that a pay- 
ment of some kind must be made. 

Fourth, American business has devel: 

(Continued on page 4) 
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EWING GALLOWAY 


DIVIDENDS 


SCORE 
A NOTABLE 


HE dividend record of common 

stocks listed on the New York Stock 
Exchange reflected favorable conditions 
in industry during the first six months 
of this year. 

Of the 853 stocks to make payments, 29 
per cent paid more than in the same 
1949 period. More than 57 per cent of 
the listed issues to make disbursements 
paid the same dividends this year as 
last. 12 per cent reduced their payments, 
and 31 issues either deferred or elimi- 
nated their distributions. 

Considering the full roster of 1,024 
listed common stocks as of June 30, close 
to 84 per cent paid dividends during the 
half-year. 

For the first time in the first six months 
of any year, total dividend disbursements 
exceeded $2,000,000.000. The aggregate 
was affected both by good business and 
the addition of 17 new listings during 
the period. 

Considering the 27 groups of stocks by 
industries, which are detailed in the table 
on the next page, an unusual similarity 
is seen upon comparing this year with 
last. In both years about 75 per cent of 
the groups showed increased dividend 
payments, while 25 per cent recorded de- 
creases. Increases and decreases were not, 
however, experienced by exactly the same 
industrial rosters in each record. An indi- 
cation of “leveling-off’ among group pay- 
ments is to be detected in the statistics. in 
that. while the great majority of them 
scored gains over 1949, in only a few 
instances were the increases substantial. 

The construction companies, for ex- 
ample, which showed in 1949 a rise of 
6.3 per cent in dividend payments. gained 


RISE 


5 per cent this year. The automotive 
roster in 1949 gained 42.6 per cent over 
1948; this year the upturn was 15 per 
cent. An outstanding gain was revealed 
by electrical equipment companies, the 
upturn this year being more than 46 
per cent over 1949, against a rise of 
13.6 per cent in 1949, 

Nevertheless, the over-all picture of div- 
idend-paying stocks this year shows 
fairly consistent progress throughout a 
three-year interval. The rise of total 
dividend payments this year was 10.2 
per cent, in 1949 it was 11.2 per cent and 
in 1948 it amounted to 14.4 per cent. 
Stockholder income felt in 1948 the stim- 
ulus arising from an exceptionally profit- 
able year for industry and business; yet 
the two subsequent years (up to June 30) 
did not come far from duplicating the 
1948 percentage gain, with total dollar 
dividend payments substantially increased 
in both years. 


Largest Gains 

With the exception of electrical equip- 
ment companies, there were few sharp 
percentage gains among the groups. Farm 
machinery and financial, among the 
groups definitely defined, swelled dis- 
tributions by 28.5 per cent and 23.8 per 
cent, respectively; but the majority of 
gains were smaller than 7 per cent. 

Looking back into the. record, it is 
found that in 1949 and 1948, some rosters. 
such as automotive and aircraft, leaped 
ahead of their preceding year’s showing. 
In other words, reasonable business sta- 
bility was mirrored in the general divi- 
dend situation this year. 

An area for investment research was 
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outlined in the six months’ dividend dis- 
play by the fact that the public utility 
company group reported $325,763,000 
paid in dividends. This total exceeded 
that of every other roster by a wide mar- 
gin, offering a striking comparison with 
the prolific petroleum and natural gas 
category. Eighty-one of the 90 listed 
utilities paid dividends, 36 distributing 
more than in the same period of 1949 
and none paying less. Listings have been 
increased considerably during the last 
two years, as utility holding companies, 
released for public stock ownership by 
application of the Public Utility Holding 
Company Act, have come to the Stock 
Exchange. 

The six months ended June 30 com- 
plete a 41-year interval since post-war 
production got under way. Another “era” 
began near the close of the period, when 
armed forces of the U. S. again went 
The second half of 1950 
starts with elements of uncertainty in the 
atmosphere which may tend to make in- 
vestment research among securities more 


into action. 


No. of 

Issues 

Listed 

Industry 6-30-50 
Aircraft 24 
Amusement 22 
Automotive 70 
Building Trade 30 
Chemical . oe 79 
Electrical Equipment . . . . 20 
Farm Machinery . . . . . 7 
PMIMIRE . ws ke ee 31 
Food Products & Beverages . 68 
Leather & Its Products . . . 1] 
Machinery & Metals . . . . 103 
MN ne ee ke Cg 39 
Office Equipment .... . 10 
Paper & Publishing. . . . . 35 
Petroleum & Natural Gas... 15 
Railroad & R. R. Equipment . 81 
mem Mewes... 6 ew ee 10 
Retail Trade . . ..... 70 
MN a in So. ee 2h) a ee 8 10 
Shipbuilding & Operating . . 1] 
mueer G@& rem. sc ws i ks 39 
mee Sm 2 eK ww Bs 13 
Co 16 
COS ew ee Se mR 90 
U. S. Cos. Oper. Abroad. . . 24 
Foreign Companies . . . . . 19 
Other Companies. . . . . . 17 
Total 1024 








intensive than it has been for some time. 
The long-range preparedness program 
suggested by President Truman on July 
19 indicates the need to revise long-range 
investment plans previously based upon 
normal business. The prospect is that the 
activities of certain industries may be in- 
creased while those of other industries 
shrink. Experience with income taxes, 
personal and corporate, during recent 
years well remembered, supplies some 
sign-posts to guide investment study. 
Another area for research is the record 
of dividends by industrial companies dur- 
ing war production of the early 1940s. 





Statistical and other factual information 
as well as comment regarding any securities 
referred to in THE EXCHANGE have been ob- 
tained from sources deemed to be reliable, 
but THt EXCHANGE assumes no_ responsi- 
bility for their accuracy or completeness. 
Neither such information nor any reference 
to any particular securities is intended to be 
or should be considered as in any way a 
recommendation for the purchase, sale or 
retention of any such securities. 





Number Paying Number Number Number 
Cash Dividends Paying Paying Paying 
In First 6 Months Increased Same Reduced 


1949 1950 Dividends Dividends Dividends 
9 10 3 5 2 
18 17 8 8 2 
54 56 19 31 M 
29 28 9 14 6 
71 74 b> 4 37 5 
18 17 5 10 3 
7 Z 5 l 1 
27 28 1] 17 0 
61 60 14 43 S 
9 8 2 4 3 
94 90 29 48 18 
27 28 6 10 14 
9 9 ] 6 2 
31 28 9 14 8 
4] 13 9 30 5 
a 56 } 15 8 
7 7 3 i ] 
63 61 10 13 10 
8 8 ] 4 3 
9 9 l 8 0 
34 33 16 9 10 
42 38 Zz 25 15 
15 15 3 ll ] 
76 81 36 45 0) 
12 12 2 8 { 
14 14 5 7 3 
16 16 6 10 0 
858 853 251 197 136* 


* Payments were reduced on 105 issues and eliminated or deferred on 31 issues. 


DIVIDENDS ON COMMON STOCKS LISTED ON THE N. Y. STOCK EXCHANGE—FIRST 6 MONTHS, 1950 


Withstand Market Shocks 


(Continued from page 2) 


oped a pride in growth of earning power, 
and strives constantly to attain it so as to 
make shares worth more. 

Fifth, the book value of stocks, or the 
assets back of them, steadily are being in- 
creased by ploughing back earnings: and 
the ploughed-back earnings, especially in 
the past 10 years, have been enormous. 

Sixth, the trend toward stable owner- 
ship, while it does not prevent sharp 
changes in price, is a favorable thing in 
itself. 

So the stock market has changed. It has 
changed because it does business in new 
ways and deals in a changed type of 
wares. It has changed because ethics are 
better, and social responsibility is more 
stressed, both in corporate and investment 
quarters. It has changed because the cus- 
tomer has changed; he has a more sensible 
and a more informed outlook, and his ob- 
jectives are more realistic—less romantic 
and more substantial. 


Estimated 
Aggregate Amount of Per 


Dividend Payments Cent 
lst 6 Mos. 1949 Ist 6 Mos. 1950 Change 
$ 14,795.000 $ 15,351,000 + 3.8% 
31,081,000 32,682,000 + 5.2 
184,255,000 211,924,000 +15.0 
23,077,000 24,255,000 + 5.1 
206,852.000 240,387,000 116.2 
45.323.000 66,270,000 +46.2 
20,281.000 26,065,000 +28.5 
39,769.000 49,222,000 +23.8 
96,592.000 103,197,000 + 6.8 
10,234,000 9.658.000 — 5.6 
68,032,000 72,729,000 + 69 
65,504,000 59,477,000 — 9.2 
14,980,000 15.383,000 + 2.7 
32,201.000 33.226,000 + 3.2 
238,028,000 279,881,000 +17.6 
118,447,000 99.001.000 —16.4 

6,287,000 6.212.000 — 12 
124,869,000 129,585,000 + 3.8 
16.421,000 14.972.000 — 88 

7.118.000 7.537.000 + 5.9 
86,736,000 92,659,000 + 6.8 
40.785.000 34,004,000 —16.6 
38,451.000 40,555.000 + §.5 
269,614,000 325.763.000 +20.8 
31,472,000 28.963.000 — 8.0 
44.790,000 46,706,000 4.3 
10,971,000 13,754,000 +25.4 

$1.886.965.000 $2.079,418.000 +-10.2 
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PETROLEUM... 














By J. Witt1AM SMALLWoop 


i een petroleum industry at this writing 
fortunately finds itself in the position 
of being prepared to satisfy any demands 
which may be made upon it. The achieve- 
ment of this position reflects the extra- 
ordinary efforts expended by the industry 
in meeting the astonishing post-war 
growth in petroleum demand through the 
summer of 1948, and the subsequent 
maintenance of a price structure which 
encouraged a continued high rate of ex- 
ploration and development, despite the 
temporary halt in the year-to-year gain in 
petroleum demand. 


More Capacity Available 


Whereas the industry was reported to 
have been producing close to its maximum 
efficient recovery rate in 1948, it is now 
estimated that current production is 
nearly 1,000,000 barrels below the effi- 
cient productive capacity of United States 
oil fields. Because of this excess capac- 
ity, the president of the American 
Petroleum Institute was able to re- 
port at the outbreak of the Korean crisis 
that—“our domestic fields have been de- 
veloped and are ready at an instant’s 
notice to supply all foreseeable estimated 
petroleum requirements to meet our mili- 
tary demands and essential civilian uses.” 

Exploratory (wildcat) drilling activity 
has mounted steadily in recent years, set- 


ting a new peak even in 1949 when total 
well completions declined slightly from 
the 1948 record high. The relationship 
between wildcat wells drilled and total 
completions for the last four years is 
shown in the table on the next page. 

As a result of the unprecedented drilling 
activity, proved reserves of crude oil in 
the United States increased 4.7 billion bar- 
rels from 19.9 billion barrels at the start 
of 1946 to 24.6 billion barrels at the end 
of 1949. During this period there was 
produced in this country a total of 7.4 
billion barrels of crude oil, so that the 
gross addition to reserves through new 
discoveries and revisions of previous esti- 








Industry finds demand 
for major products 


exceeds 
last wanter’s 
estumates 


mates and extensions to known fields ac- 
tually amounted to 12.1 billion barrels. 
In addition, the discovery since 1947 of 
prolific new oil fields in Canada has 
added, some geologists believe, in excess 
of 5 billion barrels to that country’s indi- 
cated reserves of crude oil. The impor- 
tance of Canadian oil in the strategic posi- 
tion of the Western Hemisphere is second 
only to that within our own borders. 

The current operating and economic 
position of the petroleum industry is 
stronger than at any time in over two 
years. The downward trend of operations 
and earnings, which had been in effect 
since the latter part of 1948, was sharply 
reversed during the second quarter of 
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Demand for oil products is run- 
ning 7 to 8 per cent ahead of 
the 1949 level. 
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1949 period. 
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Total 
Wells Drilled 
ee GS ce ae ee 39.038 
re ee me ae 39,778 
eee fe be we Ok eS 33,132 
1946 : , ‘ ‘ 29,229 


Note—Well completions in the first five months of 1950 were 8 per cent above the same 


Jo Wildcat 
of Total 


Exploratory 


Wells Drilled 


7,294. 18.6% 
6,877 17.3 
5.461 16.5 
1.518 15.4 








1950. Effective operation of the indus- 
try’s pro-ration mechanism, which had its 
first real test in 1949, and a larger than 
anticipated increase in demand this year. 
have been reflected in a considerable im- 
provement in the statistical position of the 
industry since the beginning of the year. 

The action of the Texas Railroad Com- 
mission in ordering reductions in that 
state’s allowable crude oil production rates 
for all but two months of 1949, and for 
the first three months of this year, is 
largely responsible for the successful ad- 
justment of the industry’s operations to 
the condition of over-supply which re- 
sulted from the unexpected interruption 
in 1949 in the year-to-year increase in 
petroleum demand and an increased rate 
of oil imports. 

Industry forecasts of total petroleum 


demand (domestic plus exports) made 
earlier in the year have turned out to be 
too conservative. Whereas increases rang- 


ing from 3 per cent to 5 per cent had been 


estimated, actual demand in the first four 
months of 1950, as reported by the U. S. 


Bureau of Mines, showed a gain of 9.1 


per cent over the same period of last year. 
including a decline of 22.8 per cent in 
exports and an increase of 11.2 per cent 
in domestic demand. A considerable part 
of the large relative gain in domestic de- 
mand for oil during this period, how- 
ever, was due to the abnormally low de- 
mand in the early months of 1949. 
Revised forecasts of total demand for 
1950 based on trends experienced to date 
and the assumption of normal weather in 
the balance of the year range around 7 
per cent to 8 per cent above 1949. In any 
event, all estimates now indicate that both 
domestic and total demand this year will 
substantially exceed all previous records. 
The upward revisions in the estimates 
of 1950 oil demand naturally reflect the 
fact that new petroleum-consuming units 
are being added at a more rapid rate than 
had been expected. Booming automobile 
production and new housing construction 
mean that there will be more consumers 
of gasoline and heating oil this year than 
ever before, and railroads are con- 
tinuing to convert from coal-burning 
steam locomotives to diesels. In addition, 








Torat DEMAND — ALL OILs 

(Thousand barrels daily) 

1946 1947 1948 1949 1950 
January 5,395 5.915 6.444 6,347 6,593 
February 5,318 6,045 6.269 6.204 6.767 
March 5.060 5.803 6.234 6.141 6.984 
SS a 5.706 6.098 5,822 6,403 
me «sew » » eee 5.579 5.927 5.612 - 
June  » & =» ee 5.642 6.043 5,778 
me. it et es > ee a 5.965 Sy tf 
August 5.208 5.978 5.987 6.163 
September 5.044 5.951 5.837 6.170 
October... . 5257 6.071 5,943 5.979 
November 5.493 6,072 6.175 6,536 
December 5.988 6.673 6.654 6.950 
Average 5.331 5.902 6.143 6.119 — 








the high level of general business activity 
has favorably influenced consumption of 
residual fuel oil. 

The industry entered 1950 with inven. 
tories of crude oil and the four major 
refined products totaling 528,260,000 bar- 
rels, but by the end of April these stocks 
were reduced to 463,170,000 barrels. This 
represented an average withdrawal dur- 
ing the period of 550,000 barrels daily, 
indicating that demand exceeded supply 
by that margin. As this trend reduced 
stocks to levels considered to be close to 
minimum requirements for efficient opera- 
tions, crude oil production and refinery 
runs have since had to be increased 
steadily in order to meet the strong cur- 
rent product demands and the normal 
summer build-up of heating and fuel oils. 

The table which follows shows stocks 
of crude oil and the principal refined 
products on July 1, 1950 and average 
daily crude oil production and refinery 
runs for the week ended that date as com- 
pared with similar periods a year ago. 


STOCKS OF CRUDE OIL AND 
REFINED PRODUCTS 


(In thousands of barrels) 





Stocks July 1, 1950 July 2, 1949 
Crude oil . 240,943 274,313 
Gasoline 114,139 114,000 
Distillates 53.33 64,587 
Residuals . 40,542 65,741 
Kerosene . 21,229 23.617 

Total Stocks 170,188 542.258 
Daily average: 
Crude production 5,435 4,874 
Refinery runs 5,854 5,241 


The combination of low stocks and 
strong demand has resulted in improved 
product prices and removed the uncer- 
tainty which prevailed through 1949 and 
the early months of 1950 regarding the 
maintenance of crude oil prices. 

Although oil company earnings in the 
first quarter this year showed an average 
decline of 12 per cent as compared with 
the first three months of 1949, the subse- 
quent improvement in product prices and 
refinery margins and substantial gains in 
crude output and sales as compared with 
a year ago indicate that profits in the 
second quarter probably equalled those 
of the same period last year. With pros- 
pects of considerably higher earnings in 
the second half, results for the full year 
are now expected to exceed 1949 levels 
by a good margin. 
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Stock 


In 


7 AR anywhere in the world is bound 
\ to arouse an immediate response in 
world securities markets. Interrupted. 
sometimes abruptly and with consider- 
able violence to prices, are many of the 
public's plans, expectations and hopes. In 
the economic field attention goes in a mo- 
ment from the contemplation of peace- 
time production to fear of disruptions 
likely to be forced into industry, earnings 
and employment. The early impact upon 
stock markets, however, is shaped dif- 
ferently by one war than by another, as 
the recollection of the present older gen- 
eration can picture vividly. 

Investors whose capital positions have 
reduced securities declined 
sharply on June 26 can find material for 
appraising the outlook by comparing 


been since 


events following American intervention 
in the Korean conflict at the United Na- 
tions’ behest with those following the 
outbreak of war in 1914 and 1939, 

Both investors and traders who, in the 
main. enjoyed a strong capital situation. 
due to a year-long advance of common 
stock prices, saw market values fall on 


June 26 and later, but they had a fairly 
orderly market in which to exercise their 
decisions. In 1914 they had no market 
at all soon after European hostilities be- 
gan. Four and a half months passed be- 
fore even restricted, organized dealings 
were resumed. 

In the autumn of ‘1939, when Hitler’s 
attack upon Poland began to develop, the 
American stock markets, instead of falling 
away, saw prices start upward rapidly. 
The movement was short-lived, lasting 
only about a month; and a great many 
miscalculations were later regretted, so 
far as capital commitments were con- 
cerned, for the price reversal that fol- 
lowed continued unevenly for about 214 
years. 


Long-Term Holders Benefited 

A lesson to be drawn from the early 
aftermath of fighting in case of the two 
World Wars has more significance to 
investment than to transient speculation. 
As many of the keystone. “aged in the 
wood” industrial common stocks of the 
New York Stock Exchange list were dealt 


Mill of Bethlehem Steel at Bethlehem, Pa. 
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Market Falls, Rallies As Events 
The Far East Jar Sentiment 





Stock PRICE CHANGES 


In Earty RESPONSE 
To Korean Crisis 

Yr'’s 6/23 Change 

High Close 6/23 to 7/14 

Allied Chem. 256% 248 —13.0% 
Am. Can 12034 114%4 18.5 
Am. Cyanamid 7634 75% 20.4 
Am. Smelting 57% 54% — 4.0 
Am. Sugar 52 19 + 1.0 
Anaconda 33°%4 324% - 5.0 
Am. Woolen 35%4 26 +-17.3 
Beth. Steel 3936 38 - 13 
du Pont 8536 80 -15.1 
Gen. Motors 99, 9614 -17.6 
Goodrich 9834 9834 -13.7 
Gulf Oil 724 72 —11.5 
Kennecott 58% 967% LS 
Lockheed 32% 29 + 4.4 
Merck & Co. 63 591% -16.8 
Monsanto 70% 6856 -16.2 
Stan. Oil (N. J.) 80 784 10.1 
U. S. Steel 37 36 — 8.7 
Westing. Elec. 36 36 15.6 
Willys-Over 814% 6%4 +-18.0 
Youngs. S. & T. 98%% 9534 —12.1 

These sampled industrial stocks show a_ varied 


response to the shock of war, governed partly by 
the extent of their preceding price rise and by in- 
vestor consideration of their projected place in a 
Several steel were relatively 
firm, coppers held up strongly, chemical shares were 
heavily depressed. The record, it should be noted 
again, goes only to July 14 


war economy. issues 





in during both world struggles, their sub- 
sequent history reveals that investors who 
simply held them straight along saw ma- 
terial advantages accrue. in respect both to 
capital and income. 

The Korean war. as uncertain as its 
implications are and probably will re- 
main for some time, finds the list of avail- 
able securities largely increased. A long 
roster of former closely-held corporate 
stock issues has been opened to public 
investment since World War II. A large 
segment of them, some as old in growth 
as many others which have been in the 
public market for generations, have equ- 
ally long-continued records of annual 
dividend payments. The present market 
situation finds both the major older and 
younger issues backed by substantial as- 
sets and normal earning power; and this 
leads to comment on the industrial situa- 
tion that prevailed when all three con- 
flicts broke out. 


(Continued on page 12) 
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Russell Station on shore of Lake Ontario. 


OCHESTER GAS & ELECTRIC 

CORP. serves the gas, electric and 
steam requirements in the third largest 
industrial center in New York State. Its 
territory covers some 2,000 square miles 
in eight counties. The service area extends 
about 70 miles east and west of Roches- 
ter, on the shore of Lake Ontario, and. 
south of Rochester, in the valley of the 
Genesee River to the border of Pennsyl- 
vania. 

The company supplies some 165,000 
customers with electricity, 132,000 with 
gas. and some 485 with steam, among 
the latter being some of Rochester’s larg- 
est industries. The Genesee River valley 
and territory along Lake Ontario is one 
of unusual fertility, and the agricultural 
conditions are unusually favorable. By 
latest count, 991% per cent of the farms 
in the area have already been electrified, 
thus practically completing electric serv- 
ice throughout the company’s territory. 
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Electric service in the community is 
furnished by ultra-modern steam generat- 
ing plants, according to the company, 
and by hydro developments along the 
Genesee River, together with power pool- 
ing contracts with the Niagara Mohawk 
system. Gas service consists of a mixed 
gas set-up in the central urban section of 
the city, with straight natural gas being 
supplied in adjacent suburban territory. 

The company reports operating rev- 
enues of over $32,000,000 a year with 
earnings per share available for common 
stock in the past 12 months of $2.69, 
compared with $2.43 for a similar period 
a year ago. The total assets of the com- 
pany are in excess of $130,000,000, of 
which the common 
about 30 per cent. 


equity represents 

Since the war, Rochester Gas has em- 
barked upon the most extensive con- 
struction program in its history, and this 
program is nearly two-thirds completed. 
Its new generating plant on Lake Ontario, 
known as Russell Station, is rated as one 
of the most efficient plants in the country. 






When its construction program is com- 
pleted the company asserts that it will 
have one of the most elaborate generat- 
ing, transmitting and distributing utility 
systems among urban, suburban and 
farming communities, well able to handle 
additional electric and gas loads with a 
minimum of investment. 

Up until last fall the company was a 
subsidiary of the General Public Utilities 
Corporation, and at that time became an 
independent operating company through 
the sale of common stock to the general 
public by the then parent company. There 
are now some 15,000 stockholders situ- 
ated in every state of the Union and in 
the District of Columbia. 

The company reports that it recently 
has settled all its differences with the 
Public Service Commission, including its 
water rights and depreciation issues. As 
a result there are no disputed items on 
the books. A recent refunding operation 
has replaced higher-interest rate issues of 
bonds and preferred stocks with issues 
bearing lower rates of interest. 


The company’s main hydro-electric station on Genesee River in Rochester, N. Y. 
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Graphic symbol of 
the trend of earnings’ 
statements in recent years 


IF YOU ARE STUDYING 
DIVIDEND YIELDS! 


Stock Market Decline Widens Field of Research 


UFFICIENT time has elapsed since the 

stock market experienced its abrupt 
and severe relapse in late June for some 
observations about the price decline’s 
significance. 

Such comment as THE EXCHANGE elects 
to offer is approached from the angle of 
investment, speculation being left quite 
aside. Investment in common stocks is 
motivated principally by the intent to ac- 
quire dividend income. 

As an aid to investment study this 
magazine has, during the more than 10 
years since it was founded, frequently 
published the records of common stocks 
of the New York Stock Exchange that 
have paid consecutive annual dividends 
for 20 years or longer. 

In a period of market confusion. result- 
ing in considerable investor bewilderment. 
dividend and yield records have an espe- 
cial interest; and the intent of this article 
is to supplement thought aroused by 
sturdy dividend statistics when projected 
against the current background, composed 


of high plant activity and substantial 
earnings from which dividends are paid. 

The situation of common stock invest- 
ment just now is logically to be viewed 
from two positions: (1) from the position 
of dividend-paying stocks which were ac- 
quired not long preceding the June set- 
back, and (2) from the locale of stocks 
bought much earlier in the year-long 
period of rising prices. 


Range of Yields 

In the table on the next page compara- 
tive prices are replaced by the dividend 
yields which high and low and June 30, 
1950, prices were returning to the holders 
of sampled common stocks. In tabulating 
the issues by price groups—$30 to $40 a 
share and so on—the periods are based 
upon prices which the stocks commanded 
before the June decline occurred. A few, 
as a result of the recession last month, 
have dipped slightly under the minimum 
of some of the price ranges. 

The yields are calculated on the basis of 


the dividends paid on the stocks in 1949; 
certain exceptions, such as in case of 
Chrysler, were made because of increased 
disbursements declared this year, making 
possible a reasonable minimum estimate 
of this year’s full payment. 

The periods in which annual dividends 
have been paid range from 23 years to 75 
years, stamping the selected groups as 
prominent segments of the more than 280 
common stocks on the Stock Exchange to 
pay in every year for 20 years or longer. 
But this discussion is designed to em- 
phasize the changes in yields that market 
price fluctuations cause—to the advan- 
tage of the persistent investor. The “per- 
sistent” investor in mind is the person 
who, after deliberate study of corporate 
records and stock price trends, invests as 
surplus income accumulates above normal 
reserves, such as adequate cash savings 
and insurance. 

Continuous investment of this nature 
often proceeds during a stretch of years. 
An investment campaign of 10 to 20 years 
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duration permits the investor to “spread” 
his funds over a wide range of prices 
and yields as stocks fluctuate. The tabled 
illustration, however, applies to the variety 
of yields in percentage of funds invested 
during the price gyrations of only six 
months. By force of circumstances, en- 
gineered in part by the market shock when 
the United States led the counter action in 
Korea at the United Nation’s behest, the 
yields obtainable in early June, which 
then appeared to be going lower as they 
had been headed for five months or 
longer in individual stocks, were reversed 
by price action. 

To cite hypothetical cases, assuming 
that the stocks were acquired at the year’s 
high, at the year’s low and on June 30 (the 
day following the 7.96 “point” break in 
the Dow, Jones & Co. industrial average), 
these yields are taken from the table: 

Bristol-Myers 6.8 per cent at the stock’s 
low for 1950, 5.4 per cent at the highest 
price and back up to 6.7 per cent on 
June 30. 

National Biscuit 5.9 per cent at the 
vears lowest price, 5.0 per cent at the 
highest and again 5.8 per cent on June 30. 

General Electric 5.8 per cent at the 


lowest price of 1950, 4.7 per cent at the 
highest and 5.3 per cent after the worst of 
the June reaction had occurred. 

Standard Oil (N. J.) 6 per cent at the 
lowest price, 5 per cent at the highest and 
5.5 per cent on June 30. 

In preparing the table, no allowance, 
except in the instance of Chrysler as noted 
and two or three others, is made for indi- 
cated larger dividends in 1950 than in 
1949, The calculations also do not attempt 
to estimate the possible amount of year- 
end or “Christmas” extras that may be 
distributed this year. 

As a subject for investment study, the 
stocks used in the table for illustrative 
purposes (no suggestion for either pur- 
chase or sale of any of the individual is- 
sues is intended) are subject to qualifica- 
tions. For the most part, the stocks are 
rated among the “blue ribbon” group on 
the Stock Exchange; thus, their changes of 
yields were, in many cases, of smaller 
extent than more volatile issues experi- 
enced. 

More volatile stocks among the durable 
dividend payers could be found by a little 
price research which would show yield 
changes of as much as 2 per cent from 





Year 





IMPROVED YIELDS FROM PRICE REACTION 


Stocks in Various Price Ranges 


Div. Began 


(Selling at $20 to $30 a Share) 


Bristol-MyersCo. . . . .. . 1900 5.4% 6.8% 6.79% 
Detroit EdisonCo. . . . . . . 1909 5.0 5.5 5.2 
ee A en 1907 3.6 3.7 3.8 
Union Oil Co. of Calif. 2... 1916 ta 8.1 7.7 
West. Air Brake Co. . . . . 1875 pS 8.0 8.0 
(Selling at $30 to $40 a Share) 
Consolidated EdisonCo. . . . 1885 4.7 5.9 55 
Electric Stor. Bat.Co. . . . . . 1901 4.7 5.6 $.5 
National BiscuitCo. . . . . . 1899 5.0 5.9 5.8 
Reynolds Tob. Co.“B” . . . . 1918 5.0 ad | 
Safeway Stores Co. . . . . . 1927 5.4 6.8 6.4 
(Selling at $40 to $50 a Share) 
Atlantic Ref.Co. ...... 1927 5.4 8.2 6.0 
SS 4 1900 5.0 5.6 5.6 
General ElectricCo. . . . . . 1899 4.7 5.8 5.3 
Stand. Oil Co. (Ind.) . . . . . 1894 3.9 4.7 4.2 
Union Carb. & Carb.Co. . 2... 1918 3.9 1.8 4.4 
(Selling at $50 to $80 a Share) 
Monsanto Chem.Co. . . . . . 1925 2.8 3.5 32 
Cheysien Corp. . 1... ss 1926 8.6 11.1 9.9 
du Pont de Nemours & Co. . . . 1904 4.0 5.6 4.4 
Standard Oil Co. (N.J.) . . . . 1882 5.0 6.0 5.5 
United Prult Ce... . 2. sw se 1899 6.1 TA 6.8 


Yield at Yield at Yield at 


1950 High 19350 W f 
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those recorded at the stock’s 1950 lows and 
their 1950 highest prices; the June de- 
cline resulted in an improvement of many 
yields up to one per cent as compared 
with yields obtainable in those issues at 
the highs, which in many cases were 
marked up only a couple of weeks or so 
before the June month-end price fall. 

So far as the movement of price aver- 
ages may be employed to implement study 
of common stock investment centered 
upon dividend yields, this year’s market 
reveals elements of unusual interest. From 
low to high of 1950, to June 30, the Dow, 
Jones & Co. industrial stock average 
traced an over-all rise of 31.57 “points.” 
or 16 per cent. Then from June 12, when 
the maximum of 228.38 was established, 
to 206.33 on June 29, the average de- 
clined about 9 per cent. Many of the 
prominent dividend-payers did not, of 
course, approximate the averages. In fact, 
the vigorous rise of a dozen industrial 
issues, with a large automotive represen- 
tation among them, paced the advance— 
and also figured heavily in the late June 
recession. 


Progress and Retreat 


The general trend, nevertheless, had in- 
fluence in charting the progress and sub- 
sequent retreat of the majority of sea- 
soned dividend-payers. The investor who 
is persistent in studies designed to gain a 
variety of yields from dividends as funds 
become available for investment employs 
the averages for the purposes they are 
intended to further—to reflect the general 
attitude of investors and traders toward 
the stock market. 

The market’s unexpected _ set-back, 
caused by the sudden military decisions 
srowing out of the invasion of South 
Korea. lends emphasis to a discussion in 
Tue ExcuHance for June. This para- 
eraph introduced it: 


“The approach of mid-year, after 
a protracted rise of common stock 
prices, supplies a logical time for 
portfolio owners to re-examine their 
program.” 


In the light of continued indications of 
active mill and factory operations, during 
a year that has controverted some dubious 
business forecasters of last winter, the 
June-July reversal supplies material for 
close study of dividend-paying stocks by 
investors who seek variety of prices and 
yields in their programmed enterprises. 


—WILLIAM W. CRalIc. 
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Machine 
Tools, 


CaVY 


Machines 


EOGRAPHY has a powerful influence 

upon public knowledge of securities 
and securities markets. Requests which 
this magazine receives from its nation- 
wide roster of subscribers emphasize 
both the advantages and the handicaps 
that geography provides . . . with the 
handicaps having the wider scope in a 
sprawling country, even among investors 
who have a general familiarity with 
securities. 

Distance from the large cities equipped 
with newspapers and news tickers which 
feature financial news generates many let- 
ters to THE EXCHANGE of this tenor: “Al- 
though current information about earn- 
ings, dividends and some comment is usu- 
ally obtainable so far as the largest cor- 
porations are concerned, there is pretty 
much of a void when it comes to the 
others. If your publication would pay 
more attention to smaller companies listed 
on the New York Stock Exchange instead 
of centering, as you do, on the ‘top- 
drawer’ industrials, investment research 
would be aided. After all, a lot of thor- 
oughly worthy corporations, whose stocks 
are less active than those of ‘old-line’ 
companies, are on the Stock Exchange.” 

In order to fill an expressed demand, 
in so far as the magazine’s limited space 





EWING GALLOWAY 


Assembling parts for a new steel_rolling mill. 


Brought to Front by War Crisis 


permits, a series of brief articles begins 
with this issue. As requested, the indus- 
trial discussions will by-pass the larger, 
best-known companies whose earnings, 
dividend facts and prospects, business and 
asset enlargement, etc., enter largely into 
the contents of brokerage firm letters and 
articles published by general financial 
publications. 

Statistics will be included solely as a 
guide to more extensive research into in- 
vestment values. Any narrow survey of 
facts useful to investors can do no more 
than this, and no suggestions for pur- 
chases or sales of the shares of corpora- 
tions named will be intended. 


Complex Field for Investor Research 


The manufacture of machine tools is 
recognized as an essential department of 
the American economy. In fact, it could 
be argued that there would be no modern 
industrial economy at all without the tool 
makers. As an abstract proposition, an 
off-hand acceptance of the principle that, 
of course, tools are needed to make ma- 
chines, tool manufacturing is of little use 
to the inquiring investor. For there are 
thousands of different tools made for a 
thousand and one purposes, and investi- 
gation into particulars is needed to segre- 


gate the companies with histories of con- 
sistently profitable operations from others 
whose experience reveals fair to indiffer- 
ent earnings reports and dividend records. 

A group of sampled heavy machinery 
producing companies of the Stock Ex- 
change list is published, in the table on the 
next page, to supplement the tool company 
statistics. Just where a line should be 
drawn between tool manufacturers and 
heavy machinery is difficult to say. Al- 
though tools are required to make ma- 
chinery, many kinds of machines are, by 
the nature of their usage, merely tools; 
such as the huge cement mixers employed 
in street construction. They are machines, 
and at the same time they could be called 
tools in use to create an essential instru- 
ment of speedy transportation. 

A few of the tools (including heavy ma- 
chines) that are made by the sampled 
companies are electric implements em- 
ployed in auto, truck, rail and airplane 
maintenance; rock drills, grinders, die 
sinking tools for auto parts producers: air 
compressors, blast furnace equipment, re- 
ciprocal pumps, bank protection equip- 
ment including locks, vacuum cleaners for 
industrial plant use, etc. For investment 
research the kind of tools and machines 


(Continued on page 12) 
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Stock Market Falls, Rallies with Far East Events 


(Continued 


In 1914 business was far from good 
in this country. Corporate earnings had 
been only fair to indifferent for two years 
or longer, and the financial situation re- 
mained perplexing, even to experienced 
bankers because the 
new Federal Reserve system was still be- 
ing “broken in.” The stock market had 
been inert for months on end. Employ- 


and businessmen, 


ment was subnormal. 

In the war's early stages business grew 
worse. There was a practical embargo 
on world until the British 
Navy succeeded in clearing the seas of 


commerce 


hostile surface craft. A large cotton crop 
appeared so likely to find an over-sup- 
plied market that a “buy a bale of cotton” 
slogan was hammered upon the public 
consciousness. Wheat sold at 85 cents a 


bushel. But all the time the forces in- 


from 


page 7) 


duced by the gathering war effort and 
the dammed-up demand for ordinary 
goods were preparing to break out in 
swollen production, improved profits and 
strengthened assets of a great many com- 
panies. 

In certain particulars history repeated 
itself in 1939. Some of the headaches 
following the collapsed business boom 
of 1936 remained. Steel operations in 
late 1939 were at about 63 per cent of 
capacity, and general unemployment was 
depressing, although slight signs of busi- 
ness improvement, conventional to the 
approach of autumn and winter seasons, 
were to be detected. Differing from World 
War I events, American military prep- 
arations for defense began to rise early 
in 1940, and the plan to aid the nations 
opposing the Nazis, through Lend-Lease, 


rapidly stimulated production in_ this 
country. 
The economy and markets of mid- 


summer, 1950, were so markedly differ- 
ent from those of 1914 and 1939 that 
this fact, of itself, contributed heavily to 
liquidation of common stocks and worry 
over the industrial prospect. No longer 
than June 12, the stock market 
reached its highest level of a persistent 
advance of more than 12 months, so far 
as a long list of industrial issues were 
concerned. A number of new highs were 
attained in the two or three days imme- 
diately preceding the day when the Dow. 
Jones & Co. industrial average recorded 
the sudden slump of more than 10 


ag 
ago 


“points.” 

Even allowing for the habit of the 
stock market, in its impetuous American 
fashion, to reflect extremes of optimism 
or pessimism, the recurrent waves of liq- 


(Continued on page 13) 





Machine Tools, Machinery 


(Continued from page 11) 
made by individual companies have much 
significance. for the state of the industries 
that use them has a decided bearing upon 
volume production and earnings. 

The name of one company among the 
heavy machinery corporations of the table 
urges research because it is not identified 
with its best-known product—mining ma- 
chinery. The recent decline of coal min- 
ing. as the result of strikes, slow-downs 
and a receding demand, brought about a 
marked decline in the company’s earnings 
this year. From the opposite angle. study 
of tool companies puts a premium upon 
foresight, and close scrutiny of daily news. 
to detect a hovering increase in the de- 
mand for machine tools, as when debate 
began in Congress a couple of years ago 
over increasing the nation’s military air 
equipment. It is a coincidence that the 
Korean crisis surrounds this discussion 
with a similar atmosphere. 

For the individual investor, inquiry into 
values among tool and heavy machinery 
companies has little of the personal senti- 
ment that is attached to research in other 
areas. Tools and machines, such as the 
tabled companies produce, do not in the 
main comprise part of a person’s daily 
contacts with industry and business. Tools 
and machines are used principally inside 
industry: the average investor in securi- 
ties sees only a few of them. creating a 
basis of research quite different from that 
employed in study of food and other chain 


12 


stores, the motor companies, textiles, the 
railroads and so on. 

Research deals with an impersonal 
analysis of earnings, assets and markets. 
The machine tool analyst has, however. 
certain advantages which are less evident 
in research among larger, more diversi- 
fied corporations. Although diversity of 
products characterizes even the most spe- 
cialized machine tool concern, their ac- 
tivities are really concentrated as com- 


Their 
capital structures, too, are usually more 


pared with big steel companies. 


simplified. Common stock issues are rela- 
tively small. 

Most of the companies mentioned in 
this discussion have less than 800,000 
common shares; several have less than 
100,000 and only two—Allis-Chalmers 
and Ingersoll-Rand—rate as “big” with 
something more than 2.000.000 common 
shares each. 





HEAVY 
Allis-Chalmers Mfg. Co. 
E. W. Bliss Co. 


1936 





Elliott Co. — . 1905 
Foster-Wheeler Corp. 1944 
Gardner-Denver Corp. . 1934 
Jaeger Machine Co. . 1934 
Ingersoll-Rand Co. 1910 
Joy Mfg. Co. 1929 
Mesta Machine Co. . 1914 
F. E. Myers & Bro. Co. . 1921 
National Acme Co. 1936 
Unit. Engin. & F'dy. Co. 1902 
The Yale & Towne Mfg. Co. 1899 
. irst year of annual consecutive payments. (a) 


*F 
missed since 1941. N.A eans not available 





MACHINE TOOL COMPANIES 


Year Div. 


Began* 
Black & Decker Mfg. Co. « 937 
Bullard Co. yea at oa . 1948 (a) 
Cincinnati Mill. Mach. Co. . 1923 
Monarch Machine Tool Co. . 1913 
Van Norman Co. . 1935 


. 1947¢b) 


1 


1949 

1949 To 3/31/50 Div. 
$4.18 6 mos. $2.47 $2.50 
1.89 3 mos. 0.65 LS 
2.65 12 wks. 0.43 1.75 
2.65 3 mos. 0.48 2.00 
0.10 12 wks. 0.05 0.70 

MACHINERY COMPANIES 
$6.99 3 mos, $1.62 $2.00 
1.08 3 mos. 0.32 1.00 
6.85 3 mos. 0.95 1.75 
13.24 N.A. 1.00 
3.18 3 mos. 0.64 1.70 
1.82 9 mos. 1.79 1.30 
7.40 3 mos. 1.94 5.73 
4.41 6 mos. 1.17 2.90 
5.30 N.A. 3.50 
1.68 N.A. 3.00 
250 3 mos. 0.63 2.00 
6.83 N.A. 3.75 
2.49 3 mos. 0.92 1.00 
147 only vear missed since 1936. (b) 1946 only year 


Earnings Per Share 
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Life Company Holdings 
Of Corporate Stocks 


vestment in common stocks will be 
augmented by some $1,100,000,000 if a 
proposal being formulated by six life 
insurance companies in New York re- 
favorable action from the State 
Legislature. According to reports, the 


(we volume of funds available for in- 


ceives 


insurance companies was 3.04 per cent, 
compared with 2.96 per cent in 1948, The 
all-time low was 2.88 per cent in 1947, 

At present 33 states permit life insur- 
ance companies to place a limited amount 
of their assets in common stocks. How- 


ever, the restriction in New York has 





L.S. Government Securities 


Foreign Government Securities 
Railroad Bonds (U. S.) 

Public Utility Bonds (U. 5S.) 
Industrial & Miscellaneous Bonds 


Stocks, Common and Preferred . 





State, County, Municipal Bonds (U. S.., 


Major Securities Investments of Life Companies 


(000.000 omitted ) 


Acquired Total Total 

Ist 4 Mo.’s Holdings Holdings 
of 1950 4/30/50 1/30/49 
$319 $15.099 $16.196 
74, 1,080 885 
32 1,427 1.450 
110 2.999 2.947 
109 9.627 8.785 
445 8.583 7.536 
138 1.742 1.488 








companies are seeking, through a joint 
committee, to draw up a set of proposals 
for submission to the legislature which 
would allow the industry to invest up to 
5 per cent of its total assets in common 
stocks, Assets of life insurance companies 
in New York total approximately $22.- 
000.000.0000. 


Part of Wider Trend 


The proposal of the life companies is 
a continuation of the current trend toward 
wider investment in equities. Reserve 
funds in the newer type of corporate pen- 
sion plans are being attracted to equities. 
On July 1 the New York State law went 
into effect which allows up to 35 per cent 
of an individual trust fund to be invested 
in common stocks. 

The motivating factor in extending the 
field of investment has been the same in 
all three instances:—to obtain higher 
vields in an era of low money rates on 
fixed-income securities. Last year the net 
investment yield for all United States life 


tended to discourage companies in these 
states from fully utilizing the provisions 
of their laws. 

The limited extent of life company 
holdings of preferred and common stocks 
is revealed by the accompanying table. 
The latest available figures. for the first 
four months of 1950, show purchases by 
life companies of $138,000,000 of pre- 
ferred and common stocks of U. S. cor- 
porations. This is more than double the 
stock purchases in the same period of 
last year. Total stock holdings of $1,742.- 
000,000 are a record high for all time. 
Yet they represent only 2.9 per cent of 
the total assets of all life companies. 


Bond Holdings 

Other investment trends shown by the 
table are a decline of $1,097,000.000 in 
holdings of U. S. Government securities 
between April 30, 1949, and April 30. 
1950. Over the same interval, holdings of 
public utility bonds increased by $842.- 
000.000; holdings of industrial and mis- 


cellaneous bonds 
000,000. 

With New York concerns accounting 
for more than one-third of all assets of 
life companies in the United States, a re- 
vision in the New York law to permit 5 
per cent of assets of New York companies 
te be invested in stocks could result in 
raising substantially the national total of 


$1,742,000,000 in shareholdings by life 


companies. 


gained by $1,047,- 





Stock Market Reversal 
(Continued from page 12) 


uidation since June 27 have made even 
sturdy investors who apply definite pro- 
grams to their employment of surplus 
money in securities unhappy at intervals. 
It is one thing to take advantage of price 
recessions in selected issues when fluctua- 
tions are deliberate and accounted for by 
normal business conditions; it is something 
else to adjust a program to plunging 
price reactions governed by abnormal 
and unmeasurable influences. 
Nevertheless, precedent stands as one 
of the best guides for reasoned invest- 
ment. Precedents set under abnormal 
conditions supply much material for in- 
vestment study. They apply to long-term 
plans. They give weight to the burdens 
of war costs. They direct attention to 
possible enlargement of some phases of 
corporate business, at the same time other 
fields of business may be adversely af- 
fected for a period. They urge surveys 
of dividend rates, current and past, in 
preparation for the effects of possible 
increased taxation of business profits. 
Another precedent, which is to be ex- 
amined in the light of price declines in 
recent weeks. is attached to the instant 
government decision to act in represent- 
ing the United Nations in Korea. It is 
by no means the first time since the Mexi- 
can War of the 1840s that United States 
forces have taken the initiative in enter- 
ing foreign areas. The Marines frequently 
have enforced order in disturbed spots 
during the last century . . . in Haiti, in 
Nicaragua. The Army entered Mexico 
again in the early stages of World War 
I. in Europe, when bandit depredations 
this side of the border caused action. 
Should the outcome in Korea be such 
as to curb aggression elsewhere, it would 
seem obvious that the investment atmos- 
phere would be clearer than it has been 
since the end of World War II. 
Wittiam W. Craic 


13 





Working hours...9 35 
Karning hours...around the clock 





How men and women in every occupation 


keep their surplus dollars on the job 24 hours a day 


There’s no time limit 
on dollars at work ... when 
they’re invested in industry. Invested 
dollars work 24 hours a day; they create jobs, build 
new factories, produce new products, add to the nation’s 
wealth. And, when industry prospers, they also earn 
around the clock for those who invested them. 


The millions of people, in every trade and profession, 
who have purchased the common stocks of America’s 
great corporations are part owners of those companies 
...and have a direct interest in their operations. These 
investors know that some years produce more in divi- 
dends than others; some may produce no dividend. 


They know, also, that prices of companies’ stocks 
bought and sold by investors through the facilities of 
the Stock Exchange reflect the varying fortunes of 
these businesses, as well as investors’ opinions of how 
much the stocks are worth to them. 


To those seeking to employ their surplus funds in 
industry, the New York Stock Exchange says: get the 
facts before you invest. Factual information issued by 
companies listed on this Exchange is available 
to everyone; use it as the basis for your 
every investment decision. 


Lnvest wisely... through a Member Firm of the 


New York Stock Exchange 








